1.2 


PRESENTATION CURRENCY 


These annual financial statements are presented in South African Rand and are rounded to the nearest Rand. 


1 .3 GOING CONCERN ASSUMPTION 


These annual financial statements have been prepared on a going concern basis. 


1.4 RESERVES 


a) Government Grant Reserve 


When items of property, plant and equipment are purchased from government grants, a transfer is made from the accumulated 
surplus/(deficit) to the Government Grants Reserve equal to the Government Grant recorded as revenue in the Statement of 
Financial Performance in accordance with a directive (budget circular) issued by National Treasury. 


When such items of property, plant and equipment are depreciated, a transfer is made from the Government Grant Reserve to the 
accumulated surplus/(deficit). 

The purpose of this reserve is to promote community equity and facilitate budgetary control by ensuring that sufficient funds are 
set aside to offset the future depreciation expenses that will be incurred over the estimated useful lives of the items of property, 
plant and equipment funded from government grants. 

When such items of property, plant and equipment are depreciated, a transfer is made from the Government Grants Reserve to the 
accumulated surplus/(deficit). 


When an item of property, plant and equipment financed from government grants is disposed of, the balance in the Government 
Grant Reserve relating to such item is transferred to the accumulated surplus/(deficit). 


1.5 PROPERTY, PLANT & EQUIPMENT 


An item of property, plant and equipment which qualifies for recognition as an asset shall initially be measured at cost. Property, 
plant and equipment is stated at historical cost, less accumulated depreciation and impairment losses. Such assets are financed 
either by external loans, capital replacement reserve, government grants and contributions and donations. 

The cost of an item of property, plant and equipment comprises of its purchase price, including import duties and non-refundable 
purchase taxes and any directly attributable costs of bringing the asset to working condition for its intended use. 

Any trade discounts and rebates are deducted in arriving at the purchase price. 




Directly attributable costs include the following; 


Cost of site preparation. 

Initial delivery and handling costs. 
Installation cost. 

Professional fees. 

Estimated cost of dismantling the asset. 


The cost of an Item of property, plant and equipment acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets was measured at its fair value. If the acquired item could not be measured at 
its fair value, its cost was measured at the carrying amount of the asset given up. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are met. If expenditure only 
restores the originally best estimate of the expected useful life of the asset, then It Is regarded as repairs and maintenance and is 
expensed. 


Where an item of property, plant and equipment Is acquired at no cost. It Is Initially recognised at its fair value as at the date of 
acquisition. 


Incomplete construction work is stated at historical cost and depreciated only when the asset Is commissioned Into use, and are 
accounted for In accordance with the exemptions In terms of Gazette 30013 of 29 June 2007. 


The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 


Residual value 


The residual value of an asset is determined as the estimate amount that could currently be obtained from the disposal of the asset. 
The residual values of assets are reviewed at each financial year end. 


Depreciation 


Depreciation is calculated at historical cost, using the straight-line method over the useful lives of the asset. Assets will be depreciated 
according to their annual depreciation rates based on the following estimated asset lives: 


Infrastructure Assets 

Years 

Roads, pavements, bridges and storm water 

10-30 

15-30 

Water reservoirs and reticulation 

15-20 

15-20 

Car parks, bus terminals and taxi ranks 

20 

20 

Electricity reticulation 

15-30 

20-30 



Mbizana Local Municipality Annual Report 2007/2008 


Sewerage purification and reticulation 

15-20 


15-20 

Street lighting 

20-25 


25 

Community Assets 



Parks and gardens 

30 

10- 

30 

Sport fields 

30 

20- 

30 

Community halls 

30 


30 

Libraries 

30 

30 

Clinics 


30 

Cemeteries 

30 

30 

Other Assets 


Years 

Motor vehicles 

4-7 


3-7 

Plant and equipment 

2-15 


7-10 

Buildings 

30 

30 

Furniture 


7-10 

IT equipment 

3-5 

3-5 

Office equipment 

3-7 


3-7 

Specialised vehicles 

15- 

10-15 


20 


Land is not depreciated as it is regarded as having an infinite life. 


The useful life or depreciation method for items of property, plant and equipment that have been recognised was not reviewed as 
permitted in terms of Gazette 30013 of 29 June 2007. 


Impairment 


The testing for and impairing of any items of property, plant and equipment were not accounted for as permitted in terms of 
Gazette 30013 of 29 June 2007 




Heritage assets 


These are assets that are defined as culturally significant resources and are not depreciated as they are regarded as having an 
Infinite life. However, if improvements to heritage assets are conducted and registered as sub-assets and the useful life of the 
Improvements can be determined, the depreciation charge of the relevant property, plant and equipment category is used for the 
depreciation of the sub-asset which was capitalised against the heritage asset. 


Disposal of property, plant and equipment 


The book values of assets are written off on disposal. 

The difference between the net book value of assets (cost less accumulated depreciation) and the sales 
proceeds is reflected as a gain or loss In the Statement of Financial Performance. 


1 .7 INVESTMENT PROPERTY 


Investment property as property (land ora building or part of a building or both) held to earn rentals or capital appreciation is stated 
at cost. Where an investment property is acquired at no cost, or for a nominal cost. Its cost Is recognised at Its fair value as at the 
date of acquisition. 

Depreciation Is calculated on cost, using the straight-line method over the useful life of the property. 


The process for identifying investment property had not been finalised and items that may meet the definition was accounted for in 
terms of GAMAP 1 7 under property, plant and equipment as permitted in terms of Gazette 30013 of 29 June 2007. 


1 .8 FINANCIAL INSTRUMENTS 


There are four categories of financial instruments: fair value through profit or loss (which includes trading), loans and receivables, 
held-to-maturity and available for sale. All financial assets that are within the scope of IAS 39 are classified into one of the four 
categories. 


Financial instruments include cash and bank balance, investments, trade receivables and borrowings. The municipality classifies its 
financial assets as loans and receivables. Financial instruments are accounted for in accordance with the exemptions in terms of 
Gazette 30013 of 29 June 2007. 


Loans and receivables 


Loans and receivables are non-derivative financial assets with fixed or determinable payments. They are included in current assets, 
except for maturities in excess of 12 months. These are classified as non-current assets. 


Loans and receivables are classified as "trade and other receivables" in the Statement of Financial Position. 


Loans and receivables are recognised initially at cost which represents fair value. After initial recognition financial assets are measured 
at amortised cost using the effective interest rate. 
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Accounts receivable 


Trade and other receivables are recognised initially at cost which represents fair value and subsequently measured at amortised cost 
using the effective interest method, less provision for impairment. 


A provision for impairment is established when there is objective evidence that the municipality will not be able to collect all 
amounts due according to the original terms of receivables. 


Significant financial difficulties of the debtor and default or delinquency in payments of all debt outstanding for more than 150 days 
are considered indicators that the trade receivables are impaired. The amount of the provision is the difference between the asset's 
carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate. 


When an under recovery occurs during the year an additional contribution for impairment is made from the accumulated surplus 
at year end. 


Bad debts are written off during the year in which they are identified as irrecoverable. 


Financial liabilities 


Financial liabilities are recognised initially at cost which represents fair value. After initial recognition financial liabilities are measured 
at amortised cost using the effective interest rate. 


Gains and losses 


Gains and losses arising from changes in financial assets or financial liabilities at amortised cost are recognised in profit and loss 
when the financial asset or liability is derecognised or impaired through the amortisation process. 


Investments held-to-maturity 


Subsequent to initial recognition, held-to-maturity assets are measured at amortised cost calculated using the effective interest 
method. 


Investments which include listed government bonds, unlisted municipal bonds, fixed deposits and short term deposits invested in 
registered banks are stated at cost. 


Where investments have been impaired, the carrying value is adjusted by the impairment loss and this is recognised as an expense 
in the period that the impairment is identified. 


Surplus funds are invested in terms of Council's Investment Policy. 


The investment period should be such that it will not be necessary to borrow funds against the investments at a penalty interest 
rate to meet commitments. 
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Leases 


Property, plant and equipment subjected to finance lease agreements are capitalised at their cost equivalent and the corresponding 
liabilities are raised. 


The cost of the item of property, plant and equipment is depreciated at appropriate rates on the straight-line basis over its estimated 
useful life. 


Lease payments are allocated between the lease finance cost and the capital repayment using the effective interest rate method. 
Lease finance costs are expensed when incurred. 


Operating leases are those leases that do not fall within the scope of the above definition. Operating lease payments are recognised 
as an expense on a straight-line basis over the lease period. 


Operating lease payments or receipts are recognised on the basis of the actual cash inflows and outflows as per the lease contract 
as permitted in terms of Gazette 30013 of 29 June 2007. 


1.9 INVENTORY 

The cost of inventories comprises of all costs of purchase, costs of development, costs of conversion and other costs incurred in 
bringing the inventories to their present location and condition. 

Consumable stores, raw materials, work in progress, unused water, and finished goods are valued at the lower of cost and net 
realisable value. In general, the basis of determining cost is the weighted average cost of commodities. 

Redundant and slow-moving stock are identified and written down with regard to their estimated economicor realisable values and 
sold by public auction. Consumables are written down with regard to age, condition and utility. 

1.10 TRADE CREDITORS 

Trade creditors are recognised initially at fair value and subsequently measured at amortised cost using the effective interest 
method. 

Trade creditors are recognise initially at cost price as permitted in terms of Gazette 30013 of 29 June 2007. 

1.11 REVENUE RECOGNITION 


Revenue shall be measured at the fair value of the consideration received or receivable. No settlement discount is applicable. 
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Rendering of service 


When the outcome of a transaction can be estimated reliably relating to the rendering of a service, revenue associated with the 
transaction shall be recognised by reference to the stage of completion of the transaction at the reporting date. 

The outcome of the transaction can be measured reliably when all of the following conditions are satisfied: 

• The amount of revenue can be measured reliably; 

• It is probable that the economic benefits or services potential associated with the transaction will flow to 

the entity; 

• The stage of completion of the transaction atthe reporting date can be measured reliably; and 

• The cost incurred for the transaction and the cost to complete the transaction can be measured reliably. 

This principle also applies to tariffs or charges. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue shall be recognised 
only to the extent of the expenses that are recoverable. 

Sale of goods 

Revenue from the sale of goods shall be recognised when all the following conditions have been satisfied: 

■ The municipality has transferred to the purchaser the significant risks and rewards of ownership of goods; 

■The municipality retains neither continuing managerial involvement to the degree associated with ownership nor effective 
control over the goods sold; 

■ The amount of revenue can be measured reliably; 

■ It is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; and 

■ The cost incurred or to be incurred in respect of the transaction can be measured reliably. 

Finance income from sold housing byway of instalment sales agreements is recognised on a time proportion basis. 

Rates, including collection charges and penalty Interest 

Revenue from rates including collection charges and penalty interest, shall be recognised when all the following conditions have 
been satisfied; 

■The amount of revenue can be measured reliably; 

■ It is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; and 
■There has been compliance with the relevant legal requirements. 

The Municipality uses a differentiated site value assessment rate system. According to this assessment rates are levied on the land 
value of properties and rebates are granted according to the usage of a particular property. 




Assessment rates income is recognised once a rates account has been issued to ratepayers. Adjustments or interim rates are 
recognised once the municipal valuer has valued the change to properties. 


Service charges 


Flat rate service charges and consumption-based service charges shall be recognised when: 


■ It is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; and 
■The amount of the revenue can be measured reliably. 


Service charges relating to electricity is based on consumption. Meters are read on a monthly basis and are recognised as revenue 
when invoiced. Provisional estimates of consumptions are made monthly when meter readings have not been performed and are 
recognised as revenue when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in 
which meters have been read. 


Revenue from the sale of electricity prepaid meter credit is recognised at the point of sale. 


Service charges relating to refuse removal are recognised on a monthly basis by applying the approved tariff to each property that 
has improvements. Tariffs are determined per category of property usage and are levied monthly based on the number of refuse 
containers on each property, regardless of whether or not containers are emptied during the month. 


Fines 


Revenue from the issuing of fines is recognised when; 

■ It is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; and 
■The amount of the revenue can be measured reliably. 

Revenue from fines is recognised when payment is received and the revenue from the issuing of summonses is recognised when 
collected. 


Government Grants 


Government Grants can be in the form of grants to acquire or construct fixed assets (capital grants), grants for the furtherance of 
national and provincial government policy objectives and general grants to subsidise the cost incurred by municipalities rendering 
services. 


Capital grants and general grants for the furtherance of government policy objectives are usually restricted revenue in that 
stipulations are imposed in their use. 

Government grants are recognised as revenue when: 

■ It is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; 

■The amount of the revenue can be measured reliably; and 

■ To the extent that there has been compliance with any restrictions associated with the grant. 




Other grants and donations received 


Other grants and donations shall be recognised as revenue when; 

■ It is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; 

■The amount of the revenue can be measured reliably; and 

■ To the extent that there has been compliance with any restrictions associated with the grant. 

Donations are recognised on a cash receipt basisor where the donation is in the form of property, plant and equipment are brought 
into use. 


Revenue from public contributions is recognised when all conditions have been met or where the contribution to property, plant 
and equipment is recognised when such items of property, plant and equipment are brought into use. 


Where public contributions have been received but the conditions were not met, a liability is recognised. 


Interest 


Revenue arising from the use of assets by others of the municipal assets yielding interest shall be recognised when; 


■ It is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; and 
■The amount of the revenue can be measured reliably. 


Interest shall be recognised on a time proportionate basis that takes into account the effective yield on the asset; 


Incomefor agency services is recognised on a monthly basis once the income collected on behalf of agents has been quantified. 


The income recognised is in terms of the agency agreement. 


Collection charges are recognised when such amounts are incurred. 


Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including 
those set out in the Municipal Finance Management Act (Act No.56 of 2003) and is recognised when the recovery thereof from the 
responsible councillors or officials is virtually certain. 


Revenue from the recovery of unauthorised irregular, fruitless and wasteful expenditure is based on legislated procedures. 


Revenue are initially recognised at cost as permitted in terms of Gazette 30013 of 29 June 2007. 




1.12 


PROVISIONS 


Provisions are recognised when the municipality has a present or constructive obligation, as a result of past events, that is probable 
to cause an outflow of resources embodying economic benefits required to settle the obligation and a reliable estimate of the 
provision can be made. 


Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. 


1.13 CONTINGENT ASSETS 


A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the occurrence 
or non-occurrence of one or more uncertain future events not wholly within the control of the municipality. Contingent assets are 
not recognised as assets. 

1.14 CONTINGENT LIABILITIES 


A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by the 
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the municipality ora present 
obligation that arises from past events but is not recognised because it is not probable that an outflow of resources embodying 
economic benefits will be required to settle the obligation or the amount of the obligation cannot be measured with sufficient 
reliability. Contingent liabilities are not recognised as liabilities. 

1.15 CONDITIONAL GRANTS AND RECEIPTS 


Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality has 
complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions 
or obligations have not been met a liability is raised. 


1.16 CASH AND CASH EQUIVALENTS 


Cash includes cash on hand and cash with banks. Cash equivalents are short-term investments that are held with registered banking 
institutions with maturities of 32 days or daily calls. 


For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks 
and investments in financial instruments, net of bank overdrafts. Bank overdrafts are recorded on the facility utilised. Finance 
charges on bank overdrafts are expensed as incurred. 


1.17 UNAUTHORISED EXPENDITURE 


Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that 
is not permitted in terms of the Municipal Finance Management Act (Act 56 of 2003). 

Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 





1.18 


IRREGULAR EXPENDITURE 


Irregular expenditure Is expenditure that Is contrary to the Municipal Finance Act (Act 56 of 2003), the Municipal Systems Act (Act 
32 of 2000), the Public Office Bearers Act (Act 20 of 1998) or is in contravention of the municipality's supply chain management 
policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subseguently accounted for as revenue in the Statement of Financial 
Performance. 


1 .1 9 FRUITLESS AND WASTEFUL EXPENDITURE 


Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care been 
exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.20 COMPARATIVE INFORMATION 


Budgeted amounts have been included in the annual financial statements for the current financial year only. When the presentation 
or classification of items in the annual financial statements is amended, prior period comparative amounts are reclassified. The 
nature and reason for the reclassification is disclosed. 


1 .21 RETIREMENT BENEFITS 


The municipality contributes towards retirement benefits of its employees and councillors to the under-mentioned pension funds: 
Municipal Gratuity Fund 

Eastern Cape Municipal Employees Pension Fund 
SAMWU Provident Fund 

Defined contribution plans 

Obligations for contributions to defined contribution plans are recognised as an expense in the income statement as 
incurred. 

Contributions to the defined contribution pension plan in respect of service in a particular period are included in the 
employees' total cost of employment and are charged to the statement of financial performance in the year to which they 
relate as part of cost of employment. 


1.22 BORROWING COSTS 


Borrowing costs are recognised as an expense in the Statement of Financial Performance. 




1.23 


CONSUMER DEPOSITS 


Consumer deposits are a partial security for a future payment of an account. All consumers are therefore required to pay a deposit 
equal to two months consumption of electricity and water services. Deposits are considered a liability as the deposit is only 
refunded once the service is terminated. No interest is paid on deposits. 


1.24 EVENTS AFTER BALANCE SHEET DATE 


Recognised amounts in the financial statements are adjusted to reflect events arising after the balance sheet date that provide 
evidence of conditions that existed at the balance sheet date. Events after the balance sheet date that are indicative of conditions 
that arose after the balance sheet date are dealt with byway of a note to the financial statements. 


1.25 VALUE ADDED TAX 


The municipality accounts for Value Added Tax on the invoice basis. 




MBIZANA LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 


2008 


2007 


R 


R 


2. RESERVES 

Government Grant Reserve 

Total Reserves 

3. CONSUMER DEPOSITS 

Electricity 

Total Consumer Deposits 

No interest is paid on deposits. 

4. TRADE AND OTHER PAYABLES 


9 438 278 

- 

9 438 278 

. 


292 269 

277 189 

292 269 

277189 


Trade creditors 

323 689 

1 398 144 

District Municipality 

151 792 

151 792 

Staff leave 

959 730 

1 267 908 

Workmans Compensation 

163 449 

163 449 

Other 

1 474 708 

330 867 

Total Trade and Other Payables 

3 073 368 

3 312160 


UNSPENT CONDITIONAL GRANTS 

5. AND RECEIPTS 


5. 1 Conditional Grants from 
other spheres of Government 

9 490 028 

4 295 471 

MIG Grants 

8 971 722 


2 970 698 

Municipal Support Grant 

275 148 


657 013 

Testing Station Grant 

- 


300 000 

Municipal Systems 

Improvement Grant 

88 848 


367 760 

0 RTambo Disctrict 

6 352 



1 D P Grant 

147 960 






5.2 Other Conditional Receipts 

271 576 

112 140 

Extention 2 Residents Fund 

33 802 


33 802 

Pilot Housing Fund 

78 338 


78 338 

St Patrick 

159 436 




Total Conditional Grants 

and Receipts 9 761 604 4 407 61 1 


See note 16 for reconciliation 
of grants. These grants 
are invested until utilised. 
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Saturday, June 30, 2007 


Total 

QC 

37 312 925 

45 829 372 

(8 516 447) 


20 778 219 


(3 715 535) 

54 375 609 

66 607 591 

(12 231 982) 

Other 

QC 

4 688 909 

8 657 225 

(3 968 316) 


667 647 


( 995 892) 

4 360 664 

9 324 872 

(4 964 208) 

Community 

QC 

13 505 886 

14 866 831 

(1 360 945) 


6 730 822 


( 794 043) 

19 442 665 

21 597 653 

(2 154 988) 

Infrastructure 

CC 

14448 719 

1 6 606 926 

(2 1 58 207) 


1 3 1 1 3 644 


(1 544 758) 

26 017 605 

29 720 570 

(3 702 965) 

Land and 

Buildings 

CC 

4 669 41 1 

5 698 390 

(1 028 979) 


266 1 06 


( 380 842) 

4 554 675 

5 964 496 

(1 409 821) 

Reconciliation of Carrying Value 


Carrying values at 1 July 2006 

Cost 

Accumulated Depreciation 


Acquisitions 


Depreciation 

Carrying values at 30 June 2007 

Cost 

Accumulated Depreciation 
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MBIZANA LOCAL MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


2008 


2007 


R 


R 


7. INTANGIBLE ASSETS 


Computer software 451 038 431 304 

Total intangible assets 451 038 431 304 


Carrying value at the beginning of the year 431 304 462 111 


Cost 

462 1 1 1 


462 1 1 1 

Accumulated amortisation 

( 30 807) 


- 

Acquired 

56 165 


Amortisation 

(36431) 

( 30 807) 

Carrying value at the end of year 

451 038 

431 304 

Cost 

518 276 


462 1 1 1 

Accumulated amortisation 

(67 238) 


( 30 807) 

LOANS AND RECEIVABLES 



Car loans to staff 

288 782 

342 033 

Property sales 

210 030 

210 030 


498 812 

552 063 

Less Current portion transferred to 
current assets 

( 288 782) 

(325 012) 

Total Loans and Receivables 

210 030 

227 051 


CAR LOANS TO STAFF 

Senior staff were entitled to car loans up to 30 June 2004 which attract interest 
at 8% per annum and which are repayable over a maximum period of 5 years. 
These loans are repayable in the 2009 year. 


PROPERTY SALES 

These relate to the sale of properties on credit. 

The balance is payable after certain legal processes have been completed. 




9 , 


INVENTORY 


Consumable stores - at cost 

71 815 

71 815 

Total Inventory 

71 815 

71 815 

CONSUMER DEBTORS 

Consumer debtors' balances 

11 935 651 

9 059 380 

Provision for bad debts 

(3 067 406) 

(3 067 406) 

Total 

8 868 245 

5 991 974 

Rates: Aaeina 

Current 

64 000 

59 858 

0-30 days 

56189 

46 717 

31-60 Days 

53 232 

44 029 

61-90 Days 

46 873 

81 988 

a- 90 days 

830 325 

421 501 

Total 

1 050 619 

654 093 

Electricity: Aaeina 

Current 

200 615 

247 268 

0-30 days 

94 930 

101 223 

31-60 Days 

71 441 

89 201 

61-90 Days 

48 536 

70 187 

a- 90 days 

421 380 

284 632 

Total 

836 902 

792 511 

Refuse 

Current 

45 497 

44 070 

0-30 days 

35 538 

32 057 

31-60 Days 

31 580 

26 886 

61-90 Days 

28 436 

26 235 

a- 90 days 

393 487 

184 910 

Total 

534 538 

314158 
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Other 


Current 

( 55 884) 


0-30 days 

26 344 


31-60 Days 

22 315 


61-90 Days 

16 991 


-t 90 days 

6 791 791 


Total 

6 801 557 

- 

Reconciliation of the bad debt provision 

Balance at beginning of the year 

3 067 406 

2 567 989 

Contributions to provision 

- 

499 41 7 

Balance at end of year 

3 067 406 

3 067 406 

OTHER DEBTORS 

Rental debtors 

228 881 

229 327 

VAT 

2 010 805 

5 380 505 

Pensions Councillors 

63 465 

66 869 

0 RTambo District Municipality 

766 439 

766 439 

Financial Management Grant 

- 

85 548 

Umsobomvu Youth Fund 

- 

35 179 

Sundry debtors 

91 586 

348 533 

Total Other Debtors 

VAT is payable on the receipts basis. Only when payment is received from 
debtors is VAT paid over to SARS. 

3 161 177 

6 912 399 

CALL INVESTMENT DEPOSITS 

32 Day Notice Deposits 

1 5 445 754 

2 450 206 


Notice Deposits are ringfenced in separate investment accounts for consumer 
deposits and conditional grants. 


An investment totalling the amount of R1 000 000.00 is securing the 
overdraft of council at FNB. 



1 3. BANK, CASH AND OVERDRAFT BALANCES 


Bank overdrafts 2 914 307 2 245 408 


Bank balances 

4 315 343 

282 437 

Petty cash 

760 

537 

Total bank balances and cash 

4316103 

282 974 

The Municipality has the following bank accounts: - 

Current Account (Primary Bank Account) 

First National Banch - Bizana Branch - Account Number 51 704922107 

Cash book balance /(overdrawn) at beginning of year 

(1 439 348) 

(2 645 517) 

Cash book balance/foverdrawn) at end of year 

3 685 236 

(1 439 348) 

Bank statement balance/(overdrawn) at beginning of year 

979 377 

1 281 748 

Bank statement balance /(overdrawn) at end of year 

1 850 552 

979 377 

Current Account (licencing Account) 

First National Banch - Bizana Branch - Account Number 51 701039997 

Cash book balance /(overdrawn) at beginning of year 

282 437 

561 012 

Cash book balance/(overdrawn) at end of year 

630 1 07 

282 437 

Bank statement balance/(overdrawn) at beginning of year 

282 437 

561 012 

Bank statement balance /(overdrawn) at end of year 

630 1 07 

282 437 

Call Account (Electricity Infrastructure) 

First National Banch - Bizana Branch - Account Number 61 1 70003788 

Cash book balance /(overdrawn) at beginning of year 

( 806 060) 

(3 424 088) 

Cash book balance/(overdrawn) at end of year 

(2 914 307) 

( 806 060) 

Bank statement balance/(overdrawn) at beginning of year 

500 027 

448 915 

Bank statement balance /(overdrawn) at end of year 

( 35 852) 

500 027 



14. PROPERTY RATES 


Actual 

Residential and commercial 799 455 967 807 


Total Assessment Rates 


799 455 


967 807 


Property Valuations 


Residential 

Commercial 

Total Property Valuations 


July 2008 

ROOD'S 
36 610 575 
19 733 300 

56 343 875 


July 2007 

ROOD'S 
36 610 575 
19 733 300 

56 343 875 


Valuations on land and buildings are performed every four years. The last 
valuation came Into effect on 1 July 1998. Interim valuations are processed 
on a quarterly basis to take Into account changes in individual property values 
due to alterations and subdivisions. A general rate of R1.60c/R is applied 
to property valuations to determine assessment rates. Rates are levied on 
an annual basis on property owners. Interest at 2% per annum s levied on 
outstanding rates. 


15. SERVICE CHARGES 


Sale of electricity 
Refuse removal 

Totai Service Charges 


4 042 206 4 329 008 

570 397 523 286 

4 612 603 4 852 295 


16. GOVERNMENT GRANTS AND SUBSIDIES 


Operating grants 

39 737 765 

39 678 062 

Equitable share 

36 537 533 


37 801 535 

Municipal Support Programme 

1 041 865 


321 632 

IDP Grant 



- 

Municipal Systems Improvement Grant 

1 012912 


1 39 746 

Finance Management Grant 

250 000 


1 201 276 

0 RTambo Grant 

560 093 


- 

Local Economic Development Grant 

- 


38 940 

Umsombuvu Youth 

- 


174 933 

Premier Disaster Grant 

1 00 000 


- 

St Patrick Grant 

235 361 


- 
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Capital grants 

10 478 271 

10 456 987 

MIG 

10 178 271 


10 456 987 

Department ofTransport - testing station 

300 000 


- 


Total Government Grant and Subsidies 50 216 036 50135 049 

16.1 Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of 
basic services to indigent community members. 


16.2 Municipal Support Grant 

Balance unspent at beginning of year 657 013 498645 

Current year receipts - included in public health vote 660 000 480 000 

Conditions met -transferred to revenue (1041865) (321632) 

Conditions still to be met- transferred to liabilities (see note 5) 275 148 657 013 


The grant was utilised for risk based and internal controls. 

16.3 MIG Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities (see note 5) 


The grant was utilised for the construction of roads and community hall. 

1 6.4 Municipal 5ystems Improvement Grant 

Balance unspent at beginning of year 367 760 507 506 

Current year receipts 734 000 

Conditions met - transferred to revenue (1012 912) (139 746) 

Conditions still to be met - transferred to liabilities (see note 5) 88 848 367 760 


5 196 597 
13 953 396 
(10 178 271) 


( 875 683) 
14 303 368 
(1 0 456 987) 


8 971 722 


2 970 698 


The grant was utilised for the IDP process, compilation of financial statements 
and ward committee training. 


566 445 
( 560 093) 
6 352 


16.5 O RTambo Grants 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities (see note 5) 




16.6 


Finance Management Grant 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 

The grant was utilsed for the appoinment of interns and training. 

16.7 LED Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

16.8 Umsombuvu Youth 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

16.9 IDP grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities (see note 5) 

The grant was utililsed for planning and survey. 

16.10 Other grants 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities (see note 5) 

Changes in levels of government grants 


- 

241 982 

250 000 

873 746 

250 000) 

(1 201 276) 



38 941 

(38 941) 

- 

139 754 

( 1 74 932) 


{ 35 1 78) 

210 000 

- 

(62 041) 

- 

147 959 

_ 


494 797 

139 754 

(335 361) 

( 1 74 932) 

159 436 

( 35 1 78) 


Based on the allocations set out in the Division of Revenue Act, the following 
changes in the level of government grant funding are expected over the 
forthcoming 3 financial years. 




1 7. EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and Wages 

21 152 774 

19 458 230 

Casual labour 

214 562 

26 002 

Backpay 

438 457 

1 360 281 

Employee related costs - Contributions for UIE, pensions and medical aids 

1 925 727 

1 286 683 

Travel, motor car, accommodation, subsistence and other allowances 

1 052 838 

2 486 857 

Elousing benefits and allowances 

750 464 

325 540 

Acting allowance 

50 641 

44 396 

Overtime payments 

98 291 

87 115 

Performance bonus 

239 818 

462 737 

Long-service awards 


625 789 

Levies 


4 056 

Leave pay 


- 

Less: Councillor Remuneration (see note 18) 

(8 479 954) 

(8 311 653) 

Total Employee Related Costs 

17 443 618 

17 856 033 

There were no advances to employees. Loans to employees are set out in 
note 8. 



Remuneration of the Municipal Manager 



Annual Remuneration 

276 1 1 5 

622 294 

Settlement 

494 576 


Performance Bonuses 

239 818 

101 461 

Other 

193 871 

14 400 

Total 

1 204 380 

738155 

The Municipal Manager's contract was terminated and a settlement was paid 
to him. 



Remuneration of the Chief Finance Officer 



Annual Remuneration 

1 05 828 

537 394 

Performance Bonuses 

26 457 

76 842 

Other 

83 230 

9 600 

Total 

215515 

623 836 


The CFO's position was vacant as from 1 November 2007. 




Remuneration of the Technical Services Officer 


Annual Remuneration 

161 856 

470 325 

Performance Bonuses 


75 366 

Other 

93 497 

9 600 

Total 

255 353 

555 291 

The position was filled as from January 2008. 



Remuneration of the Corporate Services Officer 



Annual Remuneration 

264 079 

537 394 

Performance Bonuses 

28 662 

88 665 

Other 

120 429 

9 600 

Total 

413170 

635 659 

Remuneration of the Community Services Officer 



Annual Remuneration 

219 494 

537 394 

Performance Bonuses 

11 024 

59 110 

Other 

120 585 

9 600 

Total 

351 103 

606104 

Remuneration of the Development Planning Officer 



Annual Remuneration 

- 

526 370 

Performance Bonuses 

- 

59 110 

Other 

- 

9 600 

Total 

- 

595 080 

The post was vacant for the year. 



REMUNERATION OF COUNCILLORS 



Executive Mayor 

476 048 

448 056 

Speaker 

383 518 

361 158 

ChiefWhip 

273 640 


Mayoral Committee Members 

1 754 812 

2 367 912 

Councillors 

5 591 936 

5 134 527 

Total Councillors' Remuneration 

8 479 954 

8 311 653 




The Mayor is a full-time councillor. The Mayor is provided with an office and 
secreterial support at the cost of the Municipality. The Mayor has use of a 
Municipal-Owned vehicle for official duties. 


19. INTEREST PAID 

Bank overdrafts - 67 643 

Total Interest Paid - 67 643 

20. BULK PURCHASES 

Electricity 

Total Bulk Purchases 

21. GENERAL EXPENSES 

Included in general expenses are the following:- 


Institutional Support Projects 

540 499 

3 563 689 

Provision of Free Basic Services 

636 358 

- 

Mayor's Special Programmes 

285 831 

618 399 

Disaster Management 

- 

52 754 

HIV/AIDS Programmes 

192 348 

287 019 

Sports, Art and Culture 

2 500 

83 330 

Community Involvement 

95 892 

722 345 

Ward Committee Fees 

590 298 

857 354 

Financial Management Systems 

256 553 

442 973 

Local Economic Development Projects 

- 

1 024 604 

St Patrick's Projects 

235 361 

307 872 

Legal fees 

974 025 



2 270 339 2 474 329 

2 270 339 2 474 329 




22. CORRECTION OF ERROR 


Restatement of prior year 

During the year ended 30 June 2007, Property, plant & equipment were 
overstated 

The comparative amount has been restated as follows: 

Correction to PPE 

- Attributable to the 2007 Financial Year 

Net effect on Surplus/(Deficit) for the year 

Amendments 2006/07 AFS 

The following adjustments were processed in the previous financial year after 
the AFS were audited: 

Net effect on Surplus/(Deficit) for the year 


Correction to accruals 

923 908 

Correction to Property, plant & equipment 

66 211 

Correction to Petty Cash 

2 000 

Correction to Bank Overdraft 

252 01 1 

Correction to VAT 

2 783 031 

Correction to Provision for audit fees 

( 250 000) 


Net effect on Surplus/jDeficit) for the year 3 111 161 


Current year 

During the year ended 30 June 2008 corrections were made and appropriated 
to the Accumulated Surplus Account. Details of the appropriations are as 
follows: 

Correction to Salaries unpaid 
Correction to revenue - June 2007 billing 
Correction to Lease debtors 
Correction to Petty Cash 
Correction to Property, plant & equipment 
Correction to Provision for audit fees 
Correction to FMG grant - fully spent 
Correction to Umsobomvu grant - fully spent 

157 435 


7 943 
329139 
9 290 
( 2 000 ) 
(66211) 

( 85 548) 
(35 178) 


( 874 623) 


( 874 623) 
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23. 


CASH GENERATED BY OPERATIONS 


Surplus/(deficlt) for the year 

Adjustment for:- 

1 1 529 768 

2 166 444 

Depreciation and amortisation 

4 592 798 

3 766 838 

Adjustment in net assets 

3 934 596 

1 150 339 

Contribution {from)/to provisions 

- 

( 634 527) 

Investment income 

( 932 383) 

( 655 653) 

Interest paid 

- 

67 643 

Operating surplus before working capital changes: 

19124 779 

5 861 084 

Increase In Inventories 

- 

(71 815) 

Increase In debtors 

(2 876 271) 

- 

Decrease/jincrease) In other debtors 

3 751 223 

2 988 073 

Increase/jdecrease) in conditional grants and receipts 

5 353 993 

3 047 579 

(Decreasej/increase in creditors 

( 238 792) 

62 121 

Cash generated by/(utilised in) operations 

ADDITIONAL DISCLOSURES IN TERMS OF SECTION 1 25 

OF MUNICIPAL FINANCE MANAGEMENT ACT, 2003 

25114933 

1 1 887 042 

Contributions to organized local government. 

Opening balance 

- 

- 

Council subscriptions 

94191 

65 931 

Amount paid - current year 

(94 191) 

(65 931) 

Balance unpaid 

- 

- 

Audit fees 

Opening balance 

- 

- 

Current year audit fee 

516 654 

277 891 

Amount paid - current year 

(516 654) 

(277 891) 

Balance unpaid 

- 

- 


24.3 VAT 


VAT is payable on the receipt basis. Only once payment is received from 
debtors is VAT paid over to SARS. VAT input receivables and VAT output 
receivables are shown In note 1 1 . 



24.4 PayeandUlF 


Opening balance 

- 


Current year payroll deductions 

3 693 543 


Amount paid in current year 

(3 183 393) 


Balance unpaid 

510150 


Pension and medcical iad deductions 

Opening balance 

- 


Current year payroll deductions 

3219103 


Amount paid in current year 

(2 979 006) 


Balance unpaid 

Councillor's arrear consumer accounts 

The following Councillors had arrear accounts outstanding for more than 90 
days as at; 

240 097 


Name Total 


Outstanding 

more than 90 

days 

30 June 2008 

R 

R 

ClIrS Mayaba 

1 453 

1 152 

Cllr N Mhlelembana 

977 

744 

Cllr H N Vellem 

6 953 

6 325 

Cllr MTwabu 

353 


Cllr S Dyarvane 

1 496 

932 


11 233 

9 154 

30 June 2007 

ClIrS Mayaba 

871 

2 042 

Cllr N Mhlelembana 

124 

25 

Cllr H N Vellem 

421 

4 134 


1 416 

6 201 
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25. 


RETIREMENT BENEFIT INFORMATION 


All Councillors and employees belong to multi-employer defined benefit 
retirement plans. These funds are subject to a triennial actuarial valuation. 


The deficit will be financed by an increased contribution from all participating 
member municipalities. 


The amount contributed by Council in respect of Councillor and employees 
retirement funding have been expensed and are included in notes 
17 and 18. 


26. RELATED PARTY TRANSACTIONS 

26.1 Loans to related parties 

Loans to councillors and senior management employees are no longer 
permitted since 1 July 2004. Loans that were granted prior to this date, together 
with the conditions, are set out in notes 8 and 1 1 . 

26.2 Compensation of key management personnel 

The compensation of key management personnel is set out in note 1 7. 

27. CONTINGENT LIABILITY 

Ratepayers are disputing the payment of property rates. The outcome of the 
court ruling is not known. 

28. GUARENTEES 


Guarentees issued towards Eskom amounts to 
R 226 000 and R 700.00 respectively. 
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Reason 

for non- 

compliance 


None 

None 

None 

None 



Did your municipality 

comply with the grant 

conditions in terms of 

grant framework in the 

latest Division 

of Revenue Act 

Yes / No 

Not Applicable 

Yes 

Yes 

Yes 



Reason for 
delay/ 
withholding 
of funds 


None 

None 

None 

None 



Gazette 

amount 

Municipal 

year 

Total 

35 537 000 

250 000 

734 000 

1 1 955 000 


48 476 000 

Delay \ 
withheld 

Total 

None 

None 

None 

None 



Total 

Expenditure 
for the Year 

Total 

36 537 533 

250 000 

1 012912 

10 178 271 


47 978 716 

Total 

Receipts 

for 

the Year 

Total 

36 537 533 

250 000 

734 000 

13 953 396 


51 474 929 

Name of organ 
of state or 
municipal entity 

DPLG 

National Treasury 

DPLG 

DPLG 



Name of Grants 

Equitable Share 

Financial Management 
Grant 

Municipal Systems 
Improvement 

MIG Grants 







1 





FUNCTIONAL AREA SERVICE DELIVERY 
REPORTING 



5.1 INTRODUCTION 


5.1 .1 Strategic Objectives of a Performance 
Management System 


A comprehensive system of monitoring performance has been legislated for 
municipalities. This system is intended to continuously monitor the performance 
of municipalities in fulfilling their developmental mandate. Central to this is the 
development of key performance indicators as instruments to assess performance. 
These indicators help to translate complex socio-economic development challenges 
into quantifiable and measurable outputs. They are therefore crucial if a proper 
assessment is to be done of the impact of government in improving the quality of 
life of all. 


In this regard, the Municipal Planning and Performance Management Regulations 
(2001) stipulate that a "Municipality's Performance Management System entails a 
frameworkthat describes and represents how the municipality’s cycle and processes 
of performance planning, monitoring, measurement, review and reporting and 
improvement will be conducted organized and managed, including determining 
the roles of the different role players" (Chapter 3 Section 7, Municipal Planning and 
Performance Management Regulations, 2001) 


5.1 .2 Policies and Legislative Framework for 
Performance Management 


The framework for performance management is informed by the following policy 
and legislation on performance management: 


The Constitution of the Republic of South Africa (1996) 

The Batho Pele White Paler (1 998) 

The White Paper on Local Government (1 998) 

The Municipal Systems Act, Act 32 of 2000 

Municipal Planning and Performance Management Regulations (2001) 
Municipal Financial Management Act 56 of 2003 (MFMA) 


The Municipal Systems Act, No. 32 of 2000, states that a municipality must: 


1 . Develop a performance management system 

2. Set targets, monitor and review performance based on indicators linked to 
their Integrated Development Plan (IDP) 

3. Publish an annual report on performance for the councillors, staff the public 
and other spheres of government. 

4. Conduct an internal audit of performance before tabling the report. 

5. Flave their annual performance report audited by the Auditor-General. 
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6. Involve the community In setting Indicators and targets and reviewing 
municipal performance. 

The Local Government: Municipal Planning and Performance Management 
Regulations, 2001, Section 7(2) require that the municipality, in developing its 
performance management system, must ensure that the system: 

1 . Complies with all the requirements set out in the Municipal Systems Act; 

2. Demonstrates how it is to operate and be managed from the planning stage 
up to the stages of performance review and reporting; 

3. Clarifies the roles and responsibilities of each role player, including the local 
community, in the functioning of the system; 

4. Clarifies the processes of implementing the system within the framework of 
the Integrated Development Planning process; 

5. Determines the frequency of reporting and the lines of accountability 
for performance; 

6. Relates to the Municipality's Employee Performance Management processes. 

Furthermore, Section 43 of the regulations prescribes the following seven general 
key performance indicators: 

1. The percentage of households with access to basic level of water, sanitation, 
electricity and solid waste removal. 

2. The percentage of households earning less than R1 1 00-00 per month with 
access to free basic services. 

3. The percentage of the municipality's capital budget actually spent on capital 
projects in terms of the IDP. 

4. The number of local Jobs created through the municipality's local, economic 
development initiatives, including capital projects. 

5. The number of people from employment equity target groups employed in 
the three highest levels of management in compliance with a municipality's 
approved employment equity plan. 

6. The percentage of a municipality's budget actually spent on implementing 
its workplace skills plan. 

7. Financial viability with respect to debt coverage; outstanding debtors in 
relation to revenue and cost coverage. 

The objective of institutionalising a Performance Management System (PMS), 
beyond the fulfilling of legislative requirements, is to serve as a primary mechanism 
to monitor, review and improve the implementation of the municipality's IDP. In 
doing so, it should fulfil the following functions: 

• Promoting accountability 

• Decision-making and resource allocation 

• Guiding development of municipal capacity-building programmes 
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• Creating a culture of best practice, share learning among municipalities 

• Develop meaningful intervention mechanisms and early warning system 

• Create pressure for change at various levels 

• Contribute to the overall development of a local government system. 

5.2 The Process Of Managing 
Organisational Performance 

The process of managing organisational performance is to ensure that every 
manager: 

• Continually plan 

• Implement the plans 

• Measure the implementation of plans 

• Review the implement of plans 

• Compile a comprehensive report on the implementation of plans which will 
again improve the next planning phase 
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5.3 Individual Performance Management 
Systems (Ipms) 

Individual or staff Performance Management deals with performance on the level of 
the individual employee. Individual performance targets should be set per individual 
employee in the business planning process. Measuring staff performance provided 
council and management with appropriate information of the effectiveness of their 
staff to secure the required outcomes. 

The Municipal Finance Movement Act specifically requires that the annual 
performance agreements of managers must be linked to the SDBIP of a municipality 
and the measurable performance objectives approved with the budget. The 
SDBIP in essence becomes the main operational tool to translate and manage the 
performance objectives as formulated in the IDP. This process is illustrated by the 
diagram below and as described in circular 1 3 


COUNCIL 



Monthly 

reports 

Mid-year 

performance 

assessment 

Annual Report 



ADMINISTRATION 



Employee contracts 
and annual 
performance 
aggreements for the 
Municipal manager 
and senior managers 







5.4 Scorecards 


A Scorecard is a logical and visually powerful method of representing performance 
management information, at both the organisational/institutional (municipal and 
directorate) and individual (manager and employee) levels. 

Scorecards must be: 

1 . Tightly aligned to the strategic planning and IDP processes 

2. Directly relevant to the notion of developmental local government 

3. A balanced view of performance based on inputs, outputs, outcomes 
and process 

4. A simple portrayal of municipal performance, where inter-relations can 
be mapped 

5.4.1 Municipal Scorecard 

A number of performance models are available and any of them could be applied by 
the Mbizana Local Municipality. Some of the available models include the municipal 
scorecard, balanced scorecard and the key performance area model. However, 
the municipality has chosen the municipal scorecard as its preferred performance 
management model. 

The following diagram shows the relationship between the IDP and the operational 
plan for Mbizana: 


(0 

a; 

>» 

in 


IDP 


Strategies 


Municipal scorecard 


Municipal objectives 
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5.4.2 Institutional Scorecard 


Mbizana is implementing performance management within the municipality in 
line with the requirements of the Municipal Systems Act (32 of 2000), 
Municipal Planning and Performance Management Regulations 2001, Performance 
Regulations for Municipal Managers and Managers Directly Accountable to 
Municipal Managers (2006). 

5.5 Conclusion 

The Mbizana Municipality realizes that it faces numerous and huge challenges in its 
IDP . It has decided to focus its strategy on three key elements, namely; 

1. Enhancing capacity 

2. Creating a conducive environment for economic growth and service delivery 

3. Delivery 

This strategy is summarised in the following diagram: 



Process 


Outcomes 


Municipal 

Development 

Perspective 


The Municipal Organisation 
The Municipal Area 






Table 1 Governance and Public Participation 
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Table 2 Institutional Development - Corporate Services 
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Tables Financial Viability 
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Table 4 Community and Social Services - HIV and Aids 
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Table 5 Community Services - Protection Services 
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Table 6 Community Services - Library Services 
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Table 7 Local Economic Development, Environmental Management, housing and Land Use 
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